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SUBJECT: Low- I ncone Housing Credit/Extend Effective Date And | ncrease Maxi mum
Aggr egat e Anount To $50, 000, 000 Annual |y

SUMVARY

This bill woul d:

provide that the chapter authorizing the Tax Credit Allocation Conmttee (the
Commttee) to allocate the credit for the costs of constructing or
rehabilitating | owincone housing shall be in effect so long as the federal

| owi ncone housing credit is in effect; and

permanently increase the nmaxi num aggregate housing credit dollar anount that
may be all ocated annually by the Committee from$35 mllion to $50 million
beginning in the year 2000 and thereafter, so long as the federal |owincome
housing credit is in effect.

Thi s anal ysis does not address the bill’'s provision regarding the Insurance Tax
Law, as it does not inpact the departnment’s prograns and operations.

EFFECTI VE DATE

As a tax levy, this bill would beconme effective upon enactnment and apply to
taxabl e and i nconme years beginning on or after January 1, 1999.

LEG SLATI VE H STORY

AB 168 (Stats. 1998, Ch. 9), AB 1438 (Stats. 1993, Ch. 1222); AB 53 (Stats. 1987,
Ch. 1138)

SPECI FI C FI NDI NGS

Existing federal law allows a credit for the costs of constructing or
rehabilitating | owincone housing. The credit anpbunt varies dependi ng on several
factors, including when the housing was placed in service and whether it was
federally subsidized. The credit is clained over ten years. The credit nust be
all ocated by a state authority created to oversee the process.

Exi sting state | aw conforns to federal |aw except that the state credit is

cl ai med over four years, is limted to projects located in California, and the
all ocable credit anobunt varies. For years prior to 1998 and after 1999, the
Conmittee is authorized to allocate a maxi numof $35 million per year, plus the
unused or returned credit anounts fromprior or current years.
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AB 168 (Stats. 1998, Ch. 9) increased, for 1998 and 1999 only, the maxi mum
all ocation anobunt to $50 million per year. Listings of qualified taxpayers are
provided by the Commttee to the Franchi se Tax Board.

This credit may reduce the regular tax below the tentative mninmumtax for
purposes of the alternative mnimumtax calculation. |If the credit exceeds the
tax, the excess may be carried over

This bill would delete the sunset provision that provides for the expiration of
the chapter authorizing the Conmttee to allocate the credit and woul d extend the
Comm ttee's authorization for as long as the federal |ow inconme housing credit

remains in effect. This bill also would increase the dollar anount that coul d be
annual ly allocated by the Conmttee for the | owincome housing credit from $35
mllion to $50 mllion, plus the unused or returned credit anounts.

| npl enent ati on Consi der ati ons

I mpl ementation of this bill would not significantly inpact the departnent’s
prograns and operati ons.

FI SCAL | MPACT

Depart nental Costs

This bill would not significantly inpact the departnent’s costs.

Tax Revenue Esti mate

The revenue | osses under the Banks and Corporation Tax Law (B&CTL) and
Personal Incone Tax (PITL) laws are estinmated to be as foll ows:

Esti mat ed Revenue | npact of AB 97
Assunmed Enactnent After 6/30/99
(In MI1ions)
2000- 01|2001-02| 2002-03 |2003- 04 |2004- 05 |2005- 06
- ($2) ($10) ($25) ($40) ($50)

It is anticipated that approximately 70% of the revenue | oss woul d be
attributable to B&T with the balance to PIT. Additionally, this estimte
does not consider the possible changes in enploynent, personal incone, or
gross state product that could result fromthis proposal

Tax Revenue Di scussion

The revenue inpact of this bill would depend upon the anount of credit
all ocations for |owincone housing by the Commttee and additional credits
used i n subsequent years upon conpletion of projects.

The revenue estimate reflects applied credits in the respective years and
was determned in several steps. First, the dollar anpbunt of approved
credits was obtained fromthe Cormittee. According to the Commttee, in
1998, approved credits amounted to $50 million. Assunptions were nade that
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if the annual dollar anount ($50 million) that may be allocated were
extended for the cal endar year 2000 and each cal endar year thereafter, al

of the credit allocation ($50 million) for |owincone housing woul d be

all ocated. Second, it was assunmed that if the authority for the Commttee
was allowed to expire on Decenber 31, 1999, the nechanismto allocate
credits woul d not be avail able: therefore, no credits would be all ocated
under current |aw after January 1, 2000. Third, the anpbunt of credit
appl i ed against available tax liabilities was based on information fromthe
Comm ttee and actual tax return data for reported | owincone housing
credits. According to the Conmttee, the mgjority of the | owincone housing
credits are nornmally all ocated in advance of project conpletion and woul d
nmost likely not be clainmed for tax purposes until the second and third year
after the credit is allocated by the Conmittee.
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